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INDEPENDENT AUDITOR'S REPORT

Township Board
Township of Elba

4717 Lippincott Road
Lapeer, Michigan 48446

We have audited the accompanying financial statements of the governmental activities, each majer fund, and the
aggregate remaining fund information of Elba Township (the “Township"), Lapeer, Michigan, as of and for the year ended June
30, 2008, which collectively comprise the Township’s basic financial statements as listed in the Table of Contents. These
financial statements are the responsibility of the Township's management. Qur responsibility is to express an opinion on these
financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles used and significant

estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial position of the Township at June 30, 2008 and the results of its operations and the cash flows of its proprietary fund
type for the year then ended in conformity with accounting principles generally accepted in the United States of America.

Management’s Discussion and Analysis and the budgetary comparison information are not a required part of the basic
financial statements, but are supplementary information required by the accounting principles generally accepted in the United
States of America. We applied limited procedures, consisting principally of inquiries of management regarding the methods

of measurement and presentation of the supplementary information. However, we did not audit the information and express
no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise
the Township’s basic financial statements. The accompanying other supplemental information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated in all material

respects in relation to the basic financial statements taken as a whole. /7
S

Rohson and McCallum
December 30, 2008



TOWNSHIP OF ELBA
LAPEER COUNTY
LAPE=R, MICHIGAN

MANAGEMENT'S DISCUSSION AND ANALYSIS

As management of the Township of Elba, Lapeer County, Lapeer, Michigan (the “Tewnship”), we offer readers of the Township's
financial statements this narrative overview and analysis of the Township's financial activities for the fiscal year ended June
30, June 30, 2008. We encourage readers to consider the information presented herein in conjunction with the Township’s
financial statements.

Financial Highlights

The assets of the Township exceeded its liabilities by $11,119,795, of this amount, $2,167,406 may be used to meet the
Township's ongoing obligations to citizens and creditors.

As of the close of the current fiscal year the Township's governmental funds reported combined ending fund balances of
$2,167,406 an increase of $615,453 in comparison with the prior year.

At the end of the current fiscal year, unreserved fund balance for the General Fund was $1,492,031, or approximately 254%
of normal general fund expenditures.

The Township's total debt increased $2,895,000, during the current fiscal year.

Overview of the Financial Statements

Using this Annual Report
This discussion and analysis is intended to serve as an introduction to the Township’'s basic financial statements. The
Township’s basic financial statements comprise three components: (1) government wide financial statements, (2) fund financial

statements, and {3) notes to the financial statements. It also contains other supplemental information to provide a greater detail
of the data presented in the basic financial statements.

Government-wide Financial Statements provide information about the activities of the Township, presenting a broad long-term
overview of the Township’s finances, in a manner similar to a privaie-sector business.

The Statement of Net Assets presents information on all of the Township's assets and liabilities, with the difference between

the two reported as net assets. Over time, increases or decreases in net assets may serve as useful indicators of whether the
financial position of the Township is improving or deteriorating.

The Statement of Activities presents infermation showing how the Township’s net assets changed during the year. All

changes in net assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the timing
of related cash flows.

Both of the government-wide financial statements distinguish funclions of the Township that are principally supported by taxes
and intergovernmental revenues (governmental activities) from other functions that are intended to recover all of a significant
portion of their costs through user fees and charges (business-type activities). The governmental activities of the Township

include general government, public safety, public works, cemetery and building department operations. The business-type
activities of the Township include a sewer system,

Reporting the Township’s Most Significant Funds - Fund Financial Statements

The Township's fund financial statements provide detailed information about the most significant funds, not the Township as
a whole.

Fund financial statements. A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Township, like other state and local governments, uses fund
accounting to ensure and demonstrate compliance with finance-related legal requirements. All of the funds of the Township
can be divided into three categories: governmental funds, proprietary funds, and fiduciary funds.

Governmental Funds, Governmental funds are used to account for essentially the same functions reported as governmental
activities in the government-wide financial stalements. However, unlike the government-wide financial statements,
governmental fund financial statements focus on near-term inflows and outflows of spendable resources, as well as on balances

of spendable resources available at the end of the fiscal year. Such information may be usefut in evaluating a government’s
near-term financing requirements.



Management's Discussion and Analysis
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Because the focus of governmental funds is narrower than that of the government-wide financial statements, it is useful to
compare the information presented for governmental funds with similar information presented for governmental activities in the
government-wide financial statements. By doing so, readers may better understand the long-term impact of the government’s
near-term financial decisions. Both the governmental fund balance sheet and governmental fund statement of revenues,
expenditures, and changes in fund balances provide a reconciliation to facilitate this comparison between governmenial funds
and governmental activities.

The Township maintains five {5) individual governmental funds. Information is presented separately in the governmentatl fund
balance sheet and in the govemmental fund statement of revenues, expenditures, and changes in fund balances for the General
Fund and Fire Fund which are considered to be major funds. Data from the other governmental funds are combined into a
single, aggregated presentation. Individual fund data for each of these non-major governmental funds is provided in the form
of combining statements elsewhere in this report.

The Township adopts an annual appropriation budget for its general fund and special revenue funds. A budgetary comparison
statements has been provided for the general fund and other major funds to demonstrate compliance with this budget.

Proprietary funds. The Township maintains a single proprietary fund. Enterprise funds are used to report the same functions
presented as business-type activities in the government-wide financial statements. The Township uses an enterprise fund to
account for its sewer aclivity.

Fiduciary funds. Fiduciary funds are used to account for resources held for the benefit of parlies outside the government.
Fiduciary funds are not reflected in the government-wide financial statements because the resources of those funds are not
available to support the Township’s programs. The accounting used for fiduciary funds is much like that used for proprietary
funds.

The basic fiduciary fund financial statement can be found on page 10 of this report.
Notes to the Financial Statements

The notes that follow the financial statements provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements,

The Township as a Whole
As noted earlier, net assets may serve over time as a useful indicator of the government's financial position.

The Township’s Funds

The Township uses funds to help it control and manage money for particular purposes. Looking at funds helps the reader
consider whether the Township is being accountable for the resources taxpayers and others provide to it and may provide more
insight into the Township's overall financial health. The analysis of the Township's major funds begins on page 3, following the
government-wide financial statements.

The following table shows, in a condensed format, the net assets as of June 30, 2008 and June 30, 2007.

Governmental  Business Type 06/30/08 06/30/07
Aclivities Activities Total Total
Assets
Current Assets $2,193,149 $ 5,193,326 § 7,386,475 $2,885,359
Capital Assets - Net of Depreciation 1,640,631 5,980,654 7,621,285 5,650,051
Total Assets $3.833.780 $11.173.980 $15,007,.760  $8,535.410
Liabilities
Current Liabilities $ 25,743 $ 647,222 3 672,965 § 278,235
Long-Term Liabilities 3,215,000 3.215,000 490,000
Total Liabilities $ 25743 $ 3862222 § 3837965 § 768,235
Net Assets
Invested in Capital Assets $1,640,631 $ 2,480,654 § 4121285 $5,045,051
Restricted 4,831,104 4,831,104 1,170,171
Unrestricted 2,167,406 2,167,406 1.551.,953
Net Assets $3,808,037 $ 7.311.758 $11.119.795 $7.767.175
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The following table shows the changes of the net assets during the fiscal years ending June 30, 2008 and June 30, 2007.

Governmental Business Type Total Total
Activities Activities 06/30/08 06/30/07
Revenue

Program Revenues:
Charges for Services $ 59,408 $ 121,707 § 181,115 § 167,375
Rent 4,275 4,275 5,100
Other 5,077

General Revenue:
Property Taxes and Collection Fees 740,724 740,724 710,148
Assessments 28,320 2,853,900 2,882,220 24,388
State-shared Revenue 389,265 389,265 377,062
Interest Earnings 59,606 184,354 243,960 123,282
Capital Grants 173,355 . 6,919 180,274 51,574
Other 23.830 23.830 -0-
Total Revenue $1,478,783 $ 3.166,880 § 4645683 §$1,464.006
Prodram Expenses

General Government $ 443,694 $ -0- $ 443694 § 467,211
Public Safety 390,111 390,111 388,569
Public Works 56,990 56,990 72,256
Sewer 402,248 402,248 285492
Total Program Expenses $ 890,795 $ 402,248 1,293,043 §$1,223,528
Change in Net Assets $§ 587988 $ 2764632 §$ 3352620 $ 240478

Capital Asset and Debt Administration

Capital Assets
Al June 30, 2008, the Township had $7,621,285 invested in broad range of capital assets, including land, building and
gquipment. This amount represents a net increase of $1,971,234.

Land and Improvements $ 197128
Buildings and Improvements 738,189
Equipment 852,641
Vehicles 1,163,754
Sewer System 7,225408
Tota!l Capital Assets $10,177,120
Less Accumulated Depreciation {2.555,835)
Nel Capital Assets $ 7,621,285

Debt Administration

The Township had two major sources of debt during the fiscal year ended June 30, 2008: bonds issued for the Lake Nepessing
Sewer System and the Potters Lake Sewer System. The Township paid $195,000 towards those obligations.

Governmental Fund Budgetary Highlights

The General Fund was amended during the year to allow for expenditures that would exceed original budgeted amounts. The
Fire Fund was amended to allow for an increase in capital purchases.

Economic Factors and Next Year’s Budget

Because of the impact of Proposal A and the Headlee Amendment, the Township must continue to watch the budget very
closely. The most significant of these events during the fiscal year are the potential cuts in Stale Revenue Sharing. These
revenues decreased due to the downturn in the economy and State cutbacks during 2007 and 2008.

Issuance of Bonds

On July 18, 2007 bonds were sold in the amount of $3,090,000 for the construction of a sewer system around Potters Lake.
A Special Assessment District has been established for the repayment of those bonds. Construction on the sewer project is
expected to be completed in 2009.

Contacting the Township's Management

This financial report is intended to provide our residents, taxpayers, customers and investors with a generai overview of the
Township’s finances and to show the Township's accountability for the money it receives. If you have questions about this
report or need additional information, we welcome you to conltact the clerk’s office at 4717 Lippincott Road, Lapeer, Ml 48446.

John Kosiara
Township Supervisor



ASSETS
Current Assets:
Cash and Cash Equivalents
Receivables
Accounts
Assessments
Taxes
Other Governments
Internal Balances
Bond Discount
Deferred Loss
Inventory
Prepaid Items

Total Current Assets

Capital Assets:
Land
Buildings
Equipment
Vehicles
Sewer System
Accumulated Depreciation

Net Capital Assets
Total Assets
LIABILITIES

Accounls Payable
Accrued Interest

STATEMENT OF NET ASSETS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

June 30, 2008

Current Portion of Long-Term Debt

Non-Current Liabilities
Bonds Payable

Total Liabilities

NET ASSETS

Invested in Capital Assets net of Debt

Restricted for Debt Service

Restricted for Sewer Operations

Unrestricted

Total Net Assets

See Auditor's Report and Notes to the Financial Statements.

-

Governmental Business Type

Activities Activities Total
$1,977,091 § 2120936 § 4,098,027
10,680 49,996 60,676
4,407 2,934,248 2,938,655
58,122 58,122
124,144 124,144
11,108 (11,108) -0-
48,632 49,632
8,558 8,558
41,064 41,064
7.597 7.597
$2193149 § 5193326 § 7.386.475
$§ 34116 § 163,012 § 197,128
738,189 738,189
696,311 156,330 852,641
1,163,754 1,163,754
7,225,408 7,225,408
_ {991.739) _{1,564,096) _(2,555835)
1,640,631 5,980.654 7,621,285
$3833.780 $11.173.980 $15.007.760
$ 25743 § 315774 § 341517
46,448 46,448
285,000 285,000
3,215,000 3,215,000
$ 25743 § 3,862,222 3 3,887,965
$1,640,631 § 2,480,654 § 4,121,285
3,546,448 3,546,448
1,284,656 1,284 656
2.167.406 2,167,406
$3,808,037 § 7.311.758 $11.119.795




STATEMENT OF ACTIVITIES
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

- Net {(Expense| Revenue & Changes in Net Assets

Charges
- For Governmental  Business
Functions/Program Expenses Services Activities Aclivities Total
pane Primary Government:
Governmental Activities:
- General Government $ 386,164 ¥ ©63,683 $(322,481) % -0- § {322,481)
Public Safety 390,111 (390,111) {390,111}
-— Public Works 56,990 (56,990} (56,990)
Insurance, Benefits and FICA 39,049 {39,049) {39,049)
- Other Activities 18,481 {18.481) {18,481}
- Total Government Activities $ 890795 $ 63683 $i{827.112) $ 0- § (827.112)
Business Type Activities $ 233,577 $121,707 3 -0- ${(111,870) $ (111,870)
.- Interest on Long Term Debt 168,671 {168,671} (168.671)
- Total Business Type Activities $ 402248 $121.707 $ -0- $(280,541) $ (280.541)
- Total Primary Government $1.293.043 $ 185,390 $(827.112) §$(280.541) ${1.107.653)
General Revenues:

Capital Grants - State of Michigan $ 173355 § 6,919 $ 180,274
- Property Taxes 740,724 740,724
Assessments 28,320 2,853,900 2,882,220
State Shared Revenues 389,265 389,265
. Other Local Revenues 23,830 23,830
Interest Earnings 59,606 184,354 243,960
Total General Revenue $1.415100 $3,045173 $ 4460273
Change in Net Assets $ 587,988 32,764,632 $ 3,352,620
Net Assets - July 1, 2007 3,220,049 4,547 126 7.767 175
Net Assets - June 30, 2008 $3,808,037 $7.311.758 $11,119.785

Lot

See Auditor's Report and Notes to the Financial Statements.
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BALANCE SHEET - GOVERNMENTAL FUNDS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

June 30

ASSETS

Cash and Cash Equivalents
Receivables:

Accounts

Assessments

Taxes

Other Governments
Prepaid Expenses
Due From Other Funds

Total Assets

LIABILITIES

Accounts Payable

Due to Other Funds
Total Liabilities

FUND EQUITY

Fund Balance
Unreserved

Total Liabilities and Fund Equity

See Auditor's Report and Notes to the Financial Statements.
-3

, 2008
OTHER

GENERAL FIRE GOVERNMENTAL
FUND FUND FUNDS TOTAL
$1,321,774  § 500,012 § 155,305 $1,977.091
10,680 10,680
4,407 4,407
30,559 27,563 58,122
124,144 124,144
4,097 3,500 7,597
11,108 8.183 19.291
$1,502,362 § 539258 § 159.712 $2.201,332
$ 2148 0- $ 23595 § 25743
8,183 8.183
$ 10,331 § 0- $ 23595 $ 33,026
$1.492031 $ 539258 $ 136,117 $2.167.406
$1,502,362 $ 539,258 $ 159,712  $2.201,332
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RECONCILIATION OF TOTAL GOVERNMENTAL FUNDS BALANCES TO NET
ASSETS OF GOVERNMENTAL ACTIVITIES
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

Total Governmental Fund Balances $ 2,167 406

Amounts reported for Governmental Activities
in the Statement of Net Assets are different
because:

Capital Assets used in Governmental Activities
are not financial resources and, therefore, are

not reported in the funds. 1.640.631
Change in Net Assets of Governmental Activities $ 3,808,037

See Auditor's Report and Notes to the Financial Statements.
4-



STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

- OTHER
GENERAL FIRE GOVERNMENTAL
gl EFUND FUND FUNDS TOTAL
_ REVENUES
’ Taxes $ 397,514 $ 343210 § 0-  § 740,724
- Assessments 28,320 28,320
State Shared Revenue 386,046 3,219 389,265
- Charges for Services 59,408 59,408
Interest Earnings 41,494 13,720 4,392 59,606
- Rental Income 4,275 4,275
Capital Grants 173,355 173,355
- Other Local Revenues 23,346 207 277 23,830
- Total Revenues £ 912083 $ 530492 $§ 36208 $1,478.,783
EXPENDITURES
Current;
- General Government:
Township Board $ 12020 § 0- 0% -0- $ 12,020
Supervisor 31,841 31,941
- Elections 15,203 15,203
Assessor 40,622 40,622
Clerk 73,155 73,155
Cemetery 13,225 13,225
' Board of Review 5,663 5,663
Treasurer 66,286 66,286
Legal, Audit and Engineering 20,100 20,100
Township Hall 92,407 92,407
- Other General Government 1,949 1,949
Total General Government $ 372571 % 0- % -0- § 372,571
Public Safety 118,251 179,175 3,219 300,645
Public Works 28,917 28,073 56,990
Insurance 39,049 39,049
- Other Activities 18,481 18,481
Capital Outlay 11.555 64.039 75,594
Total Expenditures $ 588824 $ 243214 § 31292 § 863,330
Excess Revenues Over {Under) Expenditures $ 323259 $ 287278 § 4916 § 615453
OTHER FINANCING SOURCES {USES)
Transfers In (Out) $ (15,000 $ -0- § 15000 § -0-
- Net Change in Fund Balance $ 308259 §$ 287.278 $ 19916 3 615453
- FUND BALANCE - July 1, 2007 _1.183.772 251,980 116.201 1,551,953
s FUND BALANCE - June 30, 2008 $1.492031 § 539258 % 136,117 $2,167.406

-

o

See Auditor's Report and Notes to the Financial Statements.
-5-



RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS TO THE

STATEMENT OF ACTIVITIES
ELBA TOWNSHIP- LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

Net change in Fund Balance -
Total Governmental and Equipment Funds

Amounts reported for Governmentai Activities
in the Statement of Net Assets are different
because:

Governmental Funds report capital outlays as
expenditures. In the Statement of Activities, these
costs are capitalized and allocated over their
useful lives,

Depreciation is an expenditure for the Statement
Of Activities, but it is not reported in the
Governmental Funds.

Change in Net Assets of Governmenial Activities

See Auditor's Report and Notes to the Financial Statements.
-6-

$ 615453

75,594

{103,059}
$ 587,988
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STATEMENT OF NET ASSETS - ENTERPRISE FUND

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

ASSETS

Current Assets
Cash and Cash Equivaients
Accounts Receivable
Assessments Receivable
Bond Discount
Deferred Loss
inventory
Internal Balances

Total Current Assets
Capital Assets
Land
Equipment
Sewer System
Accumulated Depreciation
Net Capital Assets
Total Assels
LIABILITIES
Current Liabilities
Accounts Payable
Accrued Interest
Current Portion of Long-Term Debt
Total Current Liabilities
Long-Term Debt - Net Current Portion

Total Liabilities

NET ASSETS

For the Year Ended June 30, 2008

Invested in Capital Assets - Net of Related Debt

Restricted for Sewer Operations
Restricted for Debt Services

Net Assets

See Auditor's Report and Notes to the Financial Statements.

-7-

SEWER FUND

b 2,120,936
49,996
2,934,248
41,064
8,558
49,632

11,108)
$ 5,193,326
163,012

156,330
7,225,408

{1,564.,096)
$ 5980654
$11,173.980

$ 315774
46,448
285,000

$ 647,222
3.215,000

$ 3862222

$ 2,480,654
1,284,656
3.546.448

$ 7.311.758



STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND NET ASSETS - ENTERPRISE FUND
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

OPERATING REVENUES
Use Charges

Total Operating Revenues

OPERATING EXPENSES
Management Fees
Utilities and Telephone
Operating Supplies
Repairs and Mainienance
Administration and Miscellaneous
Depreciation and Amortization

Total Operating Expenses
Operating Income (Loss)

NON-OPERATING REVENUES AND (EXPENSES)
Special Assessments
Interest Income
Interest Expense
State of Michigan Grant

Total Non-operating Revenues
Net Loss/Change in Net Assets
NET ASSETS - July 1, 2007

NET ASSETS - June 30, 2008

See Auditor's Report and Notes to the Financial Statements.
-8-

SEWER FUND

$ 121,707
3 121,707
$ 72357
3,291
1,852
30,617

5,080
__119.780

$ 233577
b (111.870)
$ 2,853,900

184,354
(168,671)

6.919

$ 2,876,502
$ 2,764,632

4,547 126

$7,311,758




STATEMENT OF CASH FLOWS - ENTERPRISE FUND
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

INCREASE (DECREASE) IN CASH AND CASH EQUIVAL ENTS

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received from Customers
Payments to Suppliers and Vendors
Payments to Employees

NET CASH FLOWS FROM OPERATIONS

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Payments on Long-Term Debt
Interest Paid
Proceeds State Capital Grant
Special Assessments Collected
Repayments to Other Funds
Capital Expenditures
Bond Proceeds (Net of Discount)

NET CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Income
NET CASH FLOWS FROM INVESTING ACTIVITIES
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS - July 1, 2007

CASH AND CASH EQUIVALENTS - June 30, 2008

RECONCILIATION OF NET OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES

Net Operating Loss
Adjustments to Reconcile Net Operating Income to Net Cash Provided
by Operating Activities:

Depreciation and Amortization

Decrease in Accounts Receivable

Increase in Inventory

Decrease in Operating Accounts Payable

NET CASH FROM OPERATING ACTIVITIES

See Auditor's Report and Notes to the Financial Statements.
Q-

SEWER FUND

$ 126,888
(141,202)

(1.462)
$ (15.776)
$ (195,000)
(128,693)
6,919
288,434
(312,500)

(1,786,100)
3,053,053

$ 926,113

$ 184354
184,354

$ 1,094,691
1,026,245

$ 2,120,936

$ (111870}

119,780
5,181
(11,432)

(17,435)

$ (15,776)



ASSETS
Cash and Cash Equivalents

Total Assets

LIABILITIES
Due to Other Units
Due to Other Funds
Deposits

Total Liabilities

Net Assets

STATEMENT OF FIDUCIARY NET ASSETS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

June 30, 2008

See Auditor's Report and Notes to the Financial Statements.
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TRUST CURRENT
AND TAX
AGENCY COLLECTION TOTAL
£3.686 $ 15913 79,599
$ 63686 $ 15913 79.599
$ 8,439 $ -0- 8,439
4,747 15,913 20,660
50,500 50,500
$ 63,686 $ 15913 79,599
$ -0- $§ -0 -0-




NOTES TO THE FINANCIAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

The Township of Elba is a general Jaw Township operating under Article 7, Section 17 of the Michigan Constitution of
1963 and under the revised statutes of 1846, as amended. Elba Township was organized in 1838 and is governed by a Board
consisting of the Supervisor, Clerk, Treasurer and four Trustees. The Township provides its residents with public safety (police,
fire and inspections), highways and streets, public improvements, planning and zening and general administrative services.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The accounting and reporting policies of Etba Township (the “Township™), conform to accounting principles generally
accepted in the United States of America applicable to state and local governments. The more significant accounting policies
of the Township are described below.

SCOPE OF REPORTING ENTITY:

A reporting entity is comprised of the primary government, component units, and other organizaticns that are included
to ensure that financial statements are not misleading. The primary government of lhe Township consists of all funds,
departments, boards, and agencies that are not legally separate from the Township. For the Township, this includes providing
police protection, fire services, road maintenance and repairs, cemeteries, and planning and zoning. The Board of Trustees
and the Township Administrator have direct responsibility for these activities.

Component units are legally separate organizations for which the Township is financially accountable. The Township
is financially accountable for an crganization if the Township appoints a voling majority or the organization’s governing board;
and {1) the Township is able to significantly influence the programs or services performed or provided by the organization, or
(2) the Township is legally entitled to or can otherwise access the organization’s resources, the Township is legally obligated
or has otherwise assumed the responsibility to finance the deficits of, or provide financial support to, the organization; or the
Township is obligated for the debt of the organizations. Component units may also include organizations for which the Township
authorizes the issuance of debt or the levying of taxes, or determines the budget. Based on the aforementioned criteria, the
Township of Elba has no component units.

JOINT OPERATIONS

Lapeer County Emergency Medical Service - The Township is a member of the Authority, a joint venture that operates under
the Urban Corporation Act of 1967. Various local units of government within Lapeer County have elected to provide ambulance
services to residents within their area by joining the Authority. Each local unit appoints one individual to serve on the Board
of Directors, The Authority has locations in Lapeer, North Branch and Imlay City. During the year ended June 30, 2008, the
Township contributed $16,386 toward the Authority's operations. The Township's interest in net assets of the Autharity is not
significant. Separate financial statements are available at the Authority’s office.

Greater Lapeer Transportation Authority - The Township is a member of the Authority, Incorporated under Act 196 of 1986.
Various local units of government within Lapeer County have elected to provide transportation services to residents within their
area by joining the authority. Each local government appoints one individual to serve on the Board of Directors. The
Township's made no contributions to the Authority for the year ended June 30, 2008. The Township's interest in the net assets
of the Authority is not significant. Separate financial statements are available at the Authority’s office.

Greenwood Cemetery - Elba Township has entered into a cost sharing arrangement with Hadley Township for the maintenance
of Greenwood Cemetery, located in Hadley Township. Elba Township paid $10,000 towards maintenance for the fiscal year
ended June 30, 2008. Separate financial statements are not available at Hadley Township offices.

BASIS OF PRESENTATION

GOVERNMENT-WIDE FINANCIAL STATEMENTS
The government-wide financial statements (the statement of net assets and the statement of activities) report
information en all of the non-fiduciary activities of the Township. Govemmental activities, which normally are supported by taxes

and intergovernmental revenues, are reported separately from business-type activities, which rely to a significant extent on fees
and charges for support.

The statement of activities demonstrates the degree lo which the direct expenses of a given program are offset by
program revenues. Direct expenses are those that are clearly identifiable with a specific program. Program revenues include:
{1} charges to customers or applicants whose purchase, use or directly benefit from goods, services, or privileges provided by
a given program; (2) operating grants and contributions; and (3) capital grants and contributions, including special assessments
that are restricted to meeting the operational or capital requirements of a parlicular program. Taxes and other items nat properly
included among program revenues are reported instead as general revenues,
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NOTES TO THE FINANCIAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

FUND FINANCIAL STATEMENTS:

The Township segregates transactions related to certain funclions or activities in separate funds in order to aid financial
management and to demonstrate legal compliance. The accounts of the government are organized on the basis of funds and
account groups. A fund is an independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting
segregates funds according to their intended purpose and is used to aid management in demonstrating compliance with finance-
related legal and contractual provisions. The minimum number of funds are maintained consistent with legal and managerial
requirements, Account groups are a reporting device to account for certain assets and liabilities of the governmental funds not
recorded directly in those funds. The financial activities of the Township are recorded in separate funds, categorized as follows:

GOVERNMENTAL FUNDS:
General Fund - The General Fund is the general operating fund of the Township. It is used to account for ali
financial resources except those required to be accounted for in another fund.

Special Revenue Funds - Special Revenue Funds are used to account for the proceeds of specific revenue
sources (other than special assessments for major capiiai projects) that are legally restricted to expenditures
for specified purposes.

Capital Pro{ects Funds - Capital Project Funds are used to account for financial resources to be used for the
acquisition/construction of facilities/equipment (other than those financed by proprietary or trust funds). The
designated fund balance in the capital project funds represents subsequent years' expenditures specifically
identified for capital outlays.

Fiduciary Funds - Fiduciary Funds include expendable frust and nonexpendable trust and agency funds.
The measurement focus of the expendable trust fund is the same as for governmental funds. The
measurement focus of the nonexpendable trust is based upon determination of net income, financial position
and changes in financial position. The generally accepted accounting principles applicable to nonexpendable
trust and agency funds are those similar to businesses in the private sector.

Agency funds are purely custodial {assets equal liabilities) and thus, do not involve measurement of results
of operations and are used to account for assets held by the Township as an agent for individuals, private
organizations, other governments and/or other funds.

BUSINESS TYPE FUNDS:
Enterprise Funds - Enlerprise Funds are used to account for operations (A) that are financed and operated
in a manner similar to private business enterprises - where the intent of the governing body is that costs
(expenses, including depreciation) of providing goods or services to the general public on a continuing basis
be financed or recovered primarily through user charges; or (B} where the governing body has decided that
periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for capital

maintenance, public policy, management control, accountability, or other purposes. The Township has one
Enterprise Fund which is the Sewer Fund.

CASH EQUIVALENTS:

For purposes of the statement of cash flows, demand deposits and short-term investments with a maturity date of three
months or less when acquired, are considered {o be cash equivalents.

MEASUREMENT FOCUS:

Measurement Focus refers to what is being measured, basis of accounting refers to when revenues and expenditures
are recognized in the accounts and reporied in the financial statements. Basis of accounting relates to the timing of the
measurement made, regardless of the measurement focus applied.

The government-wide statements are reporied using the economic resources measurement focus and the accrual basis
of accounting. The economic resources measurement focus means all assets and liabilities (whether current or non-current)
are included on the statement of net assels and the operating statements present increases (revenues) and decreases
(expenses) in net total assets under the accrual basis of accounling, revenues are recognized when earned. Expenses are
recognized at the time liability is incurred.

Governmental fund financial statements are reporied using the current financial resources measurement focus and
are accounted for using the modified accrual basis of accounting. Under the modified accrual basis of accounting, revenues
are recognized when susceptible to accrual, i.e., when they become both measurable and available. Measurable means the
amount of the transaction can be determined and available means collectible within the current period or soon enough thereafter
to be used to pay liabilities of the current period. Revenue is considered to be available if it is collected within the current period
or soon enough thereafter to pay liabilities of the current period, generally collectaed within 60 days of the end of the current fiscal
pericd.
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NOTES TO THE FINANCIAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

MEASUREMENT FOCUS: (Continued)

The revenues susceplible to accrual are property taxes, franchise fees, licenses, charges for services, interest income,
and intergovernmental revenues. Sales taxes coliected and held by the State at year-end on behalf of the Township are also
recognized as revenue. All other Governmental Fund Type revenues are recognized when received.

Enterprise funds distinguish operating revenue and expense from non-operating items. Operating revenue and
expenses generally result from providing services in connection with an enterprise fund’s principal ongoing operations. The
principal operating revenue of our Enterprise Fund relates to charges to customers for sales and services. Operating expenses
for enterprise funds include the cost of sales and services, administrative expenses, and depreciation on capital assets. All
revenue and expenses not meeting this definition are reported as non-operating revenue and expenses. The Township follows
FASB Pronouncements issued after November 30, 1989 as guidance for Sewer Fund financial reporting.

CASH AND INVESTMENTS:

Deposits are carried at cost. Deposits are in four financial institutions in the name of the Elba Township Treasurer,
Acl 217, PA 1982, authorizes the local unit to deposit and invest in the accounts of Federally insured banks, credit unions, and
savings and loan associations. Investments can also be made in bonds, securities and other obligations of the United States,
or an agency or instrumentality of the United States, which are guaranteed as to principal and interest by the United States,
including securities issued by the Government National Mortgage Association; United States government or Federal agency
obligation repurchase agreements; bankers' acceptance of United States banks; commercial paper rated within the three
highest classifications by not less than two standard rating services which mature not more than 270 days after the date of
purchase and which involve no more than 50 percent of any one fund. Michigan law prohibits security in the form of collateral,
surety bonds, or other forms for the deposit of public money.

PROPERTY TAXES:
Property taxes are levied each December 1st on the State equalized value of property located in the Township as of
the preceding December 31st. Taxable values are based on assessed values which are established annually and equalized

by the State at an estimated 50 percent of current market value. The 2007 taxable value of the Township totaled $215,869,410.
Millage rates assessed were 1.4093 for general operating and 1.4692 for fire protection.

On December 8, 1986, the Township entered into an agreement (pursuant to P.A. 425 of 1984) with the City of Lapeer
for the transfer of certain parcels of land from the Township to the City. In consideration for the land, the Township receives
an annual payment from the City equal to revenues the Township would have received had the parcels remained in the
Township. The annexed property revenues include, but are not limited to, current tax millage, Federal shared revenues and
State shared revenues. The Township also received the right 1o tap into the City sanitary sewer line for the purpose of serving

all or part of the Lake Nepessing sewer district as currently engineered. Payments began September 1, 1987 and will continue
for a period of fifty years.

The Township bills and collects ils own property taxes and also taxes for the county and school districts within its
boundaries. Collections and remittances of the county and school taxes are accounted for in the Current Tax Collection Fund.
Township property tax revenues are recognized as revenues in the fiscal year levied.

Property taxes levied on December 1st are payable withoul penalty through February 14th. As of March 1st, unpaid

taxes attach as an enforceable lien on the property. Delinquent taxes, special assessments, and sewer user fees, are
purchased by the County of Lapeer.

ACCOQUNTS RECEIVABLE:
No allowance for uncollected accounts has been set up for the sewer fees receivable or assessments. The

assessments are an enforceable lien on the property. Similarly, delinquent sewer fees are placed on the tax roll. Accounts
receivable in the General Fund are stale shared revenues receivable.

INVENTORY:

Inventory in the Sewer Fund consists of expendable supplies held for consumption, The amount of inventory shown
on the balance sheet is an allowance for inventory of expendable supplies that were on hand at the balance sheet date. The
Township uses the consumption method for accounting for inventory.
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NOTES TO THE FINANCIAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: (Continued)

CAPITAL ASSETS:

Capital assets which inciude property, plant and equipment, are reported in the government-wide financial statements.
All capital assets are valued at historical cost or estimated historical cost if actual historical cost is not available. Donated
assets are valued at their fair market value on the date donated. Repairs and maintenance are recorded as expenses.
Renewals and betterments are capitalized. Interest has not been capitalized during the construction period on property, plant,
and equipment.

Assets capitalized have an original cost of $500 or more for equipment and $5,000 or more for non eguipment, and
over three years of useful life. Depreciation has been calculated on each class of depreciable properiy using the straight-line
method. Estimated useful lives are as follows:

Governmental

Buildings and Improvements 5-50Years
Equipment 5-20 Years
Vehicles 5-20 Years
Enterprise

Equipment 7-10 Years
Municipal Sewer System 50 Years

NET ASSETS:
Net Assets represent the difference between assets and liabililies. Net Assets consist of capital assets, net of
accumulated depreciation, Net assets are reported as restricted when there are limitations imposed on their use either through

the enabling legislation adopted by the Township or through external restrictions imposed by creditors, grantors, or faws or
regulations of governments.

USE OF ESTIMATES:

The preparation of basic financial statements in conformance with generally accepted accounting principles requires
management to make estimates and assumptions that affect the amounts reported in the basic financial statements and
accompanying notes. Actual results may differ from those estimates.

BUDGETARY AND LEGAL COMPLIANCE:

BUDGETARY DATA:
The following procedures were completed in establishing the budgetary data reflected in the financial statements:

The modified accrual based budget was legally enacted on a departmental {activity) basis through
the passage of a resolution.

The budget was used by the Township Board as a management tool during the year for all
budgetary funds. Any revisions that altered the total expenditures of any department were
approved by the Township Board.

Budget appropriations lapse at year end, except for approved contracts and certain federal grants
which are appropriated on a contract (grant) or entitlement length basis.

The original budget was amended during the year in compliance with applicable State laws. The
budget to actual expenditures in the financial statements represent the final budget as amended
by the Township Board.

EXCESS EXPENDITURES OVER BUDGETARY AMOQUNTS:

P.A. 621 of 1978, Section 18 (1), as amended, provides that a local unit shall not incur expenditures in excess of the
amount appropriated.

In the bedy of the financial statements, the Township's actual expenditures and budgeted expenditures for the
budgetary funds have been shown on a functional basis. The approved budgets of the Township for these budgetary funds

were adopted by activity within a fund. During the budget year, the Township incurred expendilures beyond budgeted amounts
in the funds for which budgets were adopted as follows:

Final
Lake Nepessing Weed Control Budaget Actual Variance
Public Works $ 28,043 $ 28,073 $ (30)
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NOTES TO THE FINANCJAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {Continued)

CUSTODIAL CREDIT RISK:

Custodial credit risk is the risk that in the event of a bank failure, the Township’s deposits may nol be returned. State law
does not require and the Township does not have a policy for deposit custodiat credit risk. The Township’s deposits are in
accordance with statutory authority. At June 30, 2008, the balance sheet carrying amount of cash deposits was $481,597.
The bank balance as of June 30, 2008 was $498,598 of which $246,850 was covered by FDIC insurance, making $234,747
exposed to custodial credit risk because it was uninsured and uncollateralized.

For the year ended June 30, 2008 the Township invested in the Government Cash Investment Fund with Comerica Bank
and the Public Funds Investment Trust with Lasalle Bank, both of whose underlying investments are in compliance with state
law. The balances were $3,384,312 and $232,118, respectively. These investment pools are considered cash equivalents and
are included with cash deposits of $481,597 (listed above) for the total cash and cash equivalent of $4,098,027 as listed on
the Statement of Net Assets. These pools are not categorized because they are not evidenced by securities that exist in
physical or book entry form.

INTEREST RATE RISK:

Interest rate risk is the risk that the market value of securities in the portfolio will fall due to changes in market interest rates.
The Township minimizes this risk by investing in liquid asset funds, money market mutual funds, shorter-term securities and
similar investment poots and limiting the average maturity in accordance with the Township’s investment policy.

CONCENTRATION OF CREDIT RISK:
Concentration of credit risk the risk of loss attributed to the magnitude of the Township’s investment in a single issuer. The

Township minimizes this risk by diversifying the investment portiolic so that the impact of potential losses from any one type
of security or issuer will be minimized.

FOREIGN CURRENCY RISK:
The Township is not authorized to invest in investments which have this type of risk.

INVENTORY - SEWER FUND:
Inventory listed in the Sewer Fund consists of replacement pumps and tanks carried at historical cost.

CAPITAL ASSETS:

A SUMMARY OF CHANGES IN CAPITAL ASSETS FOR GOVERNMENTAL ACTIVITIES FOLLOWS:

BALANCE BALANCE
7/01/07 ADDITIONS DEDUCTIONS 6/30/08
Capital Assets Not Being Depreciated
Land $ 24,500 $_ 9616 5 0- § 34118
Capital Assets Being Depreciated
Building and Improvements $ 685,999 $ 52,190 3 -0- § 738,189
Equipment 682,523 13,788 696,311
Vehicles 1,163,754 1,163,754
Total Capital Assets Being Depreciated $2,632.276 $ 65978 3 -0- $2,598,254
Less Accumulated Depreciation for
Building and Improvements $ 208,764 $ 15,463 3 -0-  $ 224227
Equipment 293,187 44,929 338,116
Vehicles 386,729 42.667 -0- 429,396
Total Accumulated Depreciation $ B888.680 $ 103.059 3 0- $ 991,739
Total Capital Assets Being Depreciated, Net 1,643,596 (37,081} -0- 1,606,515
Total Governmentlal Activily Assets, Net $1,668,096 $_(27.465) $ -0-  $1.640.631
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NOTES TO THE FINANCIAL STATEMENTS
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: {Continued)

DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS:

SUMMARY OF CHANGES IN CAPITAL ASSETS FOR BUSINESS-TYPE ACTIVITIES FOLLOWS:

BALANCE BALANCE
7/01/07 ADDITIONS DEDUCTIONS 6/30/08

Capital Assets Not Being Depreciated

Land $ 163,012 3 -Q- 3 -0- § 163,012
Capital Assets Being Depreciated
Sewer System $5,123,535 $2,101,873 3 -0-  $7,225,408
Equipment 156,330 156,330
Total Capital Assets Being Depreciated $5.279,865 $2.101.873 3 -0- $7.381.738
Less Accumulated Depreciation for
Sewer System $1,397,192 $ 96,921 $ -0-  $1,494,113
Equipment 63,730 6,253 69,983
Total Accumulated Depreciation $1,460.922 3 103,174 3 -0-  $1,564,096
Tatal Capital Assets Being Depreciated, Net 3,818,943 1,998,699 -0- 5,817,642
Total Business Type Activity Assets, Net $3.981.955 $1,998.699 -0-  $5,980,654

Depreciation expense was charged to functions/programs of the primary government as follows:

Governmental Activities:

General Government - Township Hall $ 13,593
Public Safety - Fire Fund 89.466

Total Depreciation Expense - Governmental Activities $ 103,059

Business-Type Activities:

Sewer $103174

LONG-TERM DEBT:

On April 11, 1996, Lapeer County issued $875,000 in Limited Tax General Obligation Wastewater System
Refunding Bonds {Township of Elba). The Elba Refunding Bonds were issued in anticipation of, and are payable primarily
from, certain contractual payments to be paid by the Township to the Lapeer County Treasurer acting for and on behalf of
the County, pursuant to a contract between the County and the Township.

The Wastewater System Refunding Bonds - (Township of Elba) were issued pursuant to the authorization
contained in Act 185 of the Public Acts of Michigan 1957, as amended, and Act 202 of the Public Acts of Michigan, 1943.
As a resuli of the advance refunding, the Township will pay $250,877 less in interest payments over the life of the bonds.

The Wastewater System Refunding Bonds carry an inlerest rate between 3.75% and 5.55% depending on maturity
dates, with annual principal maturities between $5,000 and $105,000. The bonds are fully matured on October 1, 2009.

On January 2, 2002, the Township Board adopled a resolution establishing a special assessment district for the
expansion of the Lake Nepessing Sewer System. On January 14, 2002, the Board adopted a resolution to issue special
assessment bonds and amended the resolution on February 12, 2002. On March 13, 2002, $410,000 in bonds were sold
carrying interest rates between 2.5% and 5.25% with annual principle maturities of $20,000. The bonds have a call date of
May 1, 2022.

On July 18, 2007, the Township sold special assessment bonds totaling $3,090,000 carrying interest rate of
4.125%. The bonds have annual maturity payments varying between $80,000 and $160,000. Beginning in 2019 payments
become bi-annual ranging from $300,000 to $320,000 with the final installments due May 1, 2027. Bonds maturing on or
after May 1, 2017 may be redeemed prior to maturity on or after May 1, 2016. A special assessment district has been
established with collections beginning on the December 1, 2007 tax roll.
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NOTES TO THE FINANCIAL STATEMENTS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

DETAILED NOTES ON ALL FUNDS AND ACCOUNT GROUPS: (Continued)

LONG-TERM DEBT: (Continued)

The principal and interest requirements are as follows:

Maturity Beginning
Ranges Balance

Net
Additions Ending Due Within
{Reductions} Balance One Year

Interest
Ranges
Business Type Activities
1996 Wastewater System Refunding Bonds 3.75%
Amount of Issue - $875,000 to
Maturing Through 2009 5.550%
2002 Sewer Expansion Bonds 2.5%
Amount of Issue - $410,000 to
Maturing Through 2022 5.250%

2007 Potters Lake Sewer Bonds
Amount of Issue - $3,090,000 4.13%
Maturing Through 2027

Total Business Type Activities

$5,000 -
105,000 $ 295,000

$20,000 -
25,000 310,000

$ 80,000 -
170,000 -0-

$ (95.000) $ 200,000 $ 95000

(20,000) 290,000 20,000

3,010,000 _ 3,010,000 _ 170,000

$ 605,000

$2.895.000 $3.500.000 $285.000

Annual debt service regquirements to maturity for the above governmental bond and contract obligations are as follows:

Years Ending Business Type Activities
June 30 Principal Interest Total
2009 $ 285,000 $ 146,660 $ 431,660
2010 295,000 133,339 428,339
2011 190,000 122,553 312,553
2012 185,000 114,650 299,650
2013 180,000 106,924 286,924
2014-2018 900,000 421,129 1,321,129
2019-2023 860,000 231,336 1,091,336
2024-2027 605,000 62.700 667,700
Total $3.500,000 $1,339,291 $4.839.291
INDIVIDUAL FUND INTERFUND RECEIVABLE/PAYABLE:
RECEIVABLE FUND AMOUNT PAYABLE FUND AMOUNT
General $11,108 Sewer $11,108
Fire 8,183 General 8,183
Total $ 19,291 $ 19,291
OPERATING TRANSFERS:

$15,000 was transferred from the General Fund to the Capital Projects Fund for future capital expenditures.

DEFERRED COMPENSATION:

Elba Township offers all its fremen a deferred compensation plan created in accordance with the Internal Revenue
Code, Section 457. The assels of the plans were held in a custodial account as described in IRC Section 457(g) for the
exclusive benefit of the participants and their beneficiaries. The custodian thereof for the exclusive benefit of the
participants holds the custodial account for the beneficiaries of this Section 457 plan, and the assets may not be diverted
to any other use. The administrators are agents of Elba Township for the purposes of providing direction to the
custodian of the custodial account from time to time for the investment of the funds held in the account, transfer of
assets to or from the account and all other matters. In accordance with the provisions of GASB Statement No. 32, plan
balances and activities are not reflected in Elba Township’s financial statements. Employer contributions for the year
were 7.5% of covered payroll for a total of $4,126. At no time during the fiscal year did the Township's retirement plan

investment portfolio use derivative instruments or products.

RISK FINANCING:

The Township is exposed to various risks of loss related to theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. These risks are covered by insurance purchased from
independent third parties. Settled claims from these risks have not exceeded insurance coverage.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - GENERAL FUND
ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

BUDGETED AMOUNTS VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL ({UNFAVORABLE)
REVENUES
Taxes $ 356,900 $ 356,800 $ 397514 § 40614
State Shared Revenue 368,812 368,812 386,046 17,234
Charges for Services 25,000 25,000 59,408 34,408
. Interest Eamings 20,000 20,000 41,494 21,494
Rentals and Sales 10,500 10,500 4,275 (6,225)
Other Local Revenues 1,300 1,300 23,346 22.046
Total Revenues $ 782512 $ 782512 § 912083 § 129571
EXPENDITURES
Current:
General Government:
Township Board $ 19500 $ 19500 § 12020 $ 7,480
- Supervisor 32,210 32,210 31,941 269
Elections 25,350 25,350 15,203 10,147
Assessor 44 250 44 250 40,622 3,628
Clerk 80,565 80,565 73,155 7.410
e Cemetery 16,550 16,550 13,225 3,325
Board of Review 7.300 7,300 5,663 1,637
Treasurer 77,900 77,900 66,286 11,614
Legal Audit and Engineering Fees 44,200 44,200 20,100 24 100
Township Hall 105,272 105,272 92,407 12,865
Other General Government 2,425 2,425 1.949 476
Total General Government $ 455522 % 455522 § 372571 $ B2951
Public Safety $ 165900 $ 165900 $ 118251 $ 47649
Public Works 180,000 180,000 28,917 151,083
. Insurance 72,000 72,000 39,049 32,951
Other Activities 26,750 26,750 18,481 8,269
Capital Outlay 15,000 15,000 11,555 3,445
Total Expenditures $ 915172 $ 915172 § 588824 §$ 326,348
Excess Revenues Over (Under) Expenditures $(132,660) $(132,660) $ 323259 § 4550919

OTHER FINANCING SOURCES (USES)

Transfers In (Out) $ (15000) § (15000) $ (15,000) -0-

- Net Change in Fund Balance ${147,660) § (147,660} $ 308259 § 455819

FUND BALANCE - July 1, 2007 _1.183.772 1,183,772 1,183,772 -0-

- FUND BALANCE - June 30, 2008 $1.036,112 $1,036.112 $1.492031 § 455919
- See Auditor's Report and Notes to the Financial Statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL - FIRE FUND

REVENUES
Taxes
Interest Earnings
Capital Grants
Other Local Revenue
Total Revenues

EXPENDITURES

Current:

Wages and Relaled Expenses

Insurance and Retirement
Supplies
Repairs and Maintenance
Public Education
Utilities and Telephone
Education and Training
Miscellaneous

Capital Outlay:

Total Expenditures

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

For the Year Ended June 30, 2008

Excess Revenues Over (Under) Expenditures

FUND BALANCE - July 1, 2007

FUND BALANCE - June 30, 2008

See Auditor's Report and Notes to the Financial Statements,
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BUDGETED AMOUNTS
VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
$ 304,000 $ 304,000 $343,210 $ 39,210
6,000 6,000 13,720 7,720
173,355 173,355 -0-
207 207
$ 310000 § 483,355 $530492 § 47137
§ 93700 $ 93,700 % 91477 § 2,223
27,500 27,500 23,357 4,143
17,500 17,500 22,476 {4,976)
105,600 105,600 8,428 97,172
7,000 7,000 5,525 1,475
12,500 12,500 10,078 2422
11,000 11,000 10,742 258
12,200 12,200 7,092 5,108
8.300 144,223 64,039 80,184
§ 205300 § 431.223 $243214 $ 188.009
$§ 14700 $ 52132 $287,278 § 235146
251,980 251,980 251,980 -0-
$ 266680 3 304,112 §$539.258 § 235,146
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL - LAKE NEPESSING WEED CONTROL

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

REVENUES
Assessments
Interest Income
Other Revenue

Total Revenue

EXPENDITURES

Public Works
Excess Revenues Over (Under) Expenditures

FUND BALANCE - July 1, 2007

FUND BALANCE - June 30, 2008

See Auditor's Report and Notes to the Financial Statements.
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BUDGETED AMOUNTS VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
$ 22,151 $ 28,043 $ 28,320 $ 277
146 146
277 277
3 22151 $ 28,043 $ 28743 3 700
22,151 28,043 28.073 (30)
$ -0- $ -0- $ 870 $ 670
3214 3.214 3214 -0-
$ 3214 $ 3214 $ 3884 $ 670




STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN
FUND BALANCE - BUDGET AND ACTUAL - LIQUOR CONTROL FUND
- ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

BUDGETED AMOUNTS VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLF)
.. REVENUES
State Shared Revenue $ 3,500 $ 35800 § 3219 $  (281)
EXPENDITURES
Liquor Law Enforcement 3,500 3,500 3,219 281
Excess Revenues Over (Under) Expenditures $ -0- % -0- § -0- 3 -0-
.- FUND BALANCE - July 1, 2007 -0- -0- -0~ -0-
- FUND BALANCE - June 30, 2008 $ -0- 3 -0- $ -0- 3 -0-
-
[
et See Auditar's Report and Notes to the Financial Statements.
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BAL ANCE - BUDGET AND ACTUAL - CAPITAL IMPROVEMENT FUND

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

For the Year Ended June 30, 2008

REVENUES

interest Earnings

EXPENDITURES

Total Expenditures
Excess Revenues QOver (Under) Expenditures

OTHER FINANCING SOURCES (USES)

Transfers In (Out)
Transfers Out

Total Other Financing Sources
Net Change in Fund Balance

FUND BALANGCE - July 1, 2007

EUND BALANCE - June 30, 2008

See Auditor's Report and Notes to the Financial Statements.
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BUDGETED AMOUNTS VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE}
$ 2500 $ 2500 $ 4241 5§ 1,741
-0- -0- -0- -0-
$ 2500 $ 2500 $ 4241 § 1741
$ 0- $ 15000 §$ 15000 § -0-
$ 0- $ 15000 $ 15000 § -0-
$ 2500 $_ 17500 $ 19241 §_ 1,741
111,973 111973 _ 111973 -0-
$114473 $129473 $131214 $ 1741
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STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN

FUND BALANCE - BUDGET AND ACTUAL - DISASTER FUND

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN

For the Year Ended June 30, 2008

See Auditor's Report and Notes to the Financial Statements.
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_ BUDGETED AMOUNTS VARIANCE
ORIGINAL FINAL FAVORABLE
BUDGET BUDGET ACTUAL (UNFAVORABLE)
REVENUES
Interest Earnings 3 -0- $ -0- % 5 5 5
EXPENDITURES
Total Expenditures -0- -0- -0- -0-
Excess Revenues Over (Under) Expenditures 3 -0- 5 -0- 3 5 3 5
OTHER FINANCING SOQURCES (USES)
Transfers Out -0- -0- 0- -0-
Excess Revenues and Other Sources Over (Under)
Expenditures and Other (Uses) 5 -0- 3 -0- $ 5 5 5
FUND BALANCE - July 1, 2007 1,014 1.014 1,014 -0-
FUND BALANCE - June 30, 2008 3 1,014 $ 1014 $ 1019 $ )



COMBINING BALANCE SHEET - NON - MAJOR GOVERNMENTAL FUNDS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
June 30, 2008

ASSETS
Cash and Cash Equivalents
Assessments Receivable

Total Assets

LIABILITIES
Accounts Payable

FUND EQUITY
Fund Balance
Unreserved

Total Liabilities and Fund Equity

LAKE
NEPESSING CAPITAL LIQUOR

WEED PROJECTS LICENSE  DISASTER
CONTROL FUND FUND FUND TOTAL
§ 23,072 $131,214 -0- % 1,019 $ 155,305

4,407 4,407
$ 27479 3131214 0- $§ 1018  $159.712
$ 23585 3 -0- 0. § -0- § 23595
$ 3884 $131.214 0-  $ 1.019 $136.117
$ 27479  $131.214 0- § 1019  §$159.712

See Auditor's Report and Notes to the Financial Statements.

-24.




OMBINING STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

COMBINING STATEMENT OF REVENUES, EXPENDITURES AND LHANGES T FUNL BALANLES

NON - MAJOR GOVERNMENTAL FUNDS

ELBA TOWNSHIP - LAPEER COUNTY, MICHIGAN
For the Year Ended June 30, 2008

REVENUES

Assessments

State Shared Revenue
Interest Earnings
Other Local Revenue

Total Revenues

EXPENDITURES

Public Safety
Public Works

Total Expenditures

Excess Revenues Over (Under)
Expenditures

OTHER FINANCING SOURCES (USES)

Transfers In (Out)
Net Change in Fund Balance
FUND BALANCE - July 1, 2007

FUND BALANCE - June 30, 2008

LAKE
NEPESSING CAPITAL LIQUOR
WEED PROJECTS LICENSE DISASTER
CONTROL EUND EUND FUND TOTAL
$ 28,320 -0- $ -0- -0- $ 28320
3,219 3,215
146 4,241 5 4,392
277 277
$ 28743 4241 § 3.219 5 $ 36,208
$ 0- % 0-  § 3219 -0- $ 3219
28,073 28.073
$ 28,073 0- $ -0- -0- $ 31292
3 670 4,241 $ 3219 5 $ 4916
$ -0- 15,000 $ 0 -0- $ 15,000
$ 670 19,241 $ -0- 5 $ 19,916
3,214 111,973 -0- 1,014 116,201
$ 3884 131,214 -0- 1.019 $ 136117

See Auditor's Report and Notes to the Financial Statements.
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ROBSON AND McCALLUM 624 W. Nepessing Street - Suite 106

Lapeer, Michigan 48446
Certified Public Accountants (810) 664-2961 « FAX: (810) 664-9511

Carole A. Robson, CPA « Scott A. McCalflum, CPA - Members AICPA and MACPA

Schedule of Findings and Responses

To the Board Members
Elba Township
Lapeer, Mi 48446

Dear Board Members:

During the examination of the financial statements of Elba Township for the fiscal year ended June 30, 2008 the
following findings came ta our attention:

1.} Cash receipts were not entered into the accounting records cn a timely basis. Some receipts were entered beyond
the date of the transaction by as much as four months. Due to this condition, cash accounts were not compared and
reconciled with the treasurer's records monthly causing monthly balances to be in error. This condition is a
significant deficiency that adversely affects the Township’s ability to process and report financial data on a timely
basis.

We recommend that receipts are entered into the accounting records no less frequently than

monthly and that the general ledger cash balances be compared and reconcited monthly to the
treasurer’s cash balances.

2.} The Township is in vicolation of its credit card policy. Charge card and charge accounts were paid after the due date
causing the Township to incur finance charges and late fees.

We recommend that all credit card and charge accounts be paid on a timely basis so that no
interest or late charges accrue.

3.) The Township incurred expenditures in excess of budgeted amounts.

We recommend budgets be amended prior to authorizing expenditures in excess of budgeted
amounts.

4.) The Township lacks the internal controls over the preparation of financial statements in accordance with GAAP, and
instead relies on external auditors for assistance in preparing those statements.

We would expect this condition to continue as officials are elected and may or may not have the
ability to prepare such statements. Due to that fact we do not recommend any changes to this
situation at this time.

We would like to thank the Township officials for the cooperation we received during the course of the audit. Should you
have any questions in connection with our recommendations, please contact us at your earliest convenience.

Very truly yours,

?ﬂ@/‘%%

Robson and McCallum, CPA
December 30, 2008



ROBSON AND McCALLUM 624 W. Nepessing Streel « Suile 106

s X Lapeer, Michigan 48446
Certified Public Accountants {810) 664-2961 » FAX: (810) 664-9511

Carole A. Robson, CPA - Scott A. McCallum, CPA - Members AICPA and MACPA

To the Township Board
Elba Township
Lapeer, Michigan

We have audited the financial slatements of the governmental activities, the business-type activities, the aggregate discretely
presented component units, each major fund, and the aggregate remaining fund information of Elba Township for the year
ended June 30, 2008, and have issued our report thereon dated December 30, 2008. Professional standards require that
we provide you with the following information related to our audit.

Qur Responsibilities under U.S. Generally Accepted Auditing Standards and Government Auditing Standards

As stated in our engagement letter dated October 1, 2007, our responsibility, as described by professional
standards, is to express opinions about whether the financial statements prepared by management with your
oversight are fairly presented, in all material respects, in conformity with U.S. generally accepted accounting
principles. Our audit of the financial statements does not relieve you or management of your responsibilities.

As part of our audit, we considered the internal control of Elba Township. Such considerations were solely
for the purpose of determining our audit procedures and not to provide any assurance concerning such
internal control.

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we performed tests of Elba Township's compliance with certain provisions of laws,
regulations, contracts, and grants. However, the objective of our tests was not to provide an opinion on
compliance with such provisicns.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for selection and use of appropriate accounting policies. In accordance with the terms of our
engagement |etter, we will advise management about the appropriateness of accounting policies and their application The
significant accounting palicies used by Elba Township are described in the Notes to the Financial Stalements. No new
accounting policies were adopted and the application of existing policies was not changed during 2007-2008. We noted no
transactions entered into by the governmental unit during the year for which there is a lack of authoritative guidance or
consensus. There are no significant ransactions that have been recognized in the financial statements in a different period
than when the transaction occurred.

Accounting estimates are an integral part of the financial statements prepared by management and are based on
management’s knowledge and experience about past and current events and assumptions about future events, Certain
accounting estimates are particularly sensitive because of their significance to the financial statements and because of the
possibility that future events affecting them may differ significantly from those expecled. There were no sensitive estimates
affecting the financial statements for the year ended June 30, 2008.

The disclosures in the financial statements are neutral, consistent, and clear. Certain financial statement disclosures are
particularly sensitive because of their significance to financial statement users.

Difficulties Encountered in Performing the Audit

We encountered no difficulties during the course of the audit.

Corrected and Uncorrected Misstatements

Professional standards require us to accumulate all known and likely misstatements identified during the audit, other than
those that are trivial, and communicate them to the apprapriate level of management. Management has corrected all such
misstatements. In addition, none of the misstatements detecied as a result of the audit procedures and corrected by
management were material, either individually or in the aggregate, to the financial statements taken as a whole.



Elba Township
Page 2

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a financial accounting,
reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial statements
or the auditor's report. We are pleased to report that no such disagreements arose during the course of our audit.

Management Representations

We have requested certain representations from management that are included in the management representation letter
dated December 30, 2008.

Management Consuliations with Other Independent Accountants

in some cases, management may decide {0 consult with other accountants about auditing and accounting matters, similar
to obtaining a “second opinion” on certain situations. If a consuttation involves application of an accounting principle to the
governmental unit's financial statements or a determination of the type of auditor’s opinion that may be expressed on those
statements, our profession standards require the consulting accountant to check with us to determine that the consultant has
all the relevant facts. To our knowledge, there were no such consultations with other accountants.

Other Audit Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and auditing standards, with
management each year prior to retention as the governmental unit's auditors. However, these discussion occurred in the
normal course of our professional relationship and our responses were not a condition to our retention. We have reported
our findings on a separaie letter.

This information is intended solely for the use of the Township Board and is not intended to be and should not be used by
anyone other than these specified parties.

"t %%‘“

Robson and McCallum, CPA’s
December 30, 2008
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Carcle A. Robson, CPA - Scott A. McCallum, CPA » Members AICPA and MACPA

REPORT CN COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Township Board
Elba Township

We have audited the basic financial statements of Elba Township as of and for the year ended June 30, 2008, and have
issued our report thereon dated December 30, 2008. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered Elba Township's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the basic financial statements and not to
provide assurance on the internal control over financial reporting. However, we noted certain matters involving the
internal control over financial reporting and its operation that we consider to be repcrtable conditions. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the
internal control over financial reporting that, in our judgment, could adversely affect Elba Township’s ability to initiate,
record, process, and report financial data consistent with the assertions of management in the financial statements,
Reportable conditions are described in the accompanying Schedule of Findings and Responses.

A material weakness is a reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. Our consideration of the internal
control over financial reporting woutd not necessarily disclose all matters in the internal control that might be reportable
conditions and, accordingly, would not necessarily disclose all reportable conditions that are alse considered to be
material weaknesses. However, we believe none of the reportable conditions described above is 2 material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Elba Township's financial statements are free of material
misstaternent, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit
and, accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards, described in the accompanying
Schedule of Findings and Responses, as items 2 and 3.

This report is intended for the information of the audit committee, management, and federal awarding agencies and
pasiﬁugh entities and is nol intended to be and should not be used by anyone other than these specified parties.

o AT

Robson & McCa@m, CPA's
December 30, 2008



